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ENBD REIT (CEIC) PLC (Formerly known as ENBD REIT (CEIC) Limited) and its
subsidiaries)
Directors’ Report
Incorporation
ENBD REIT (CEIC) PLC (formerly known as ENBD REIT (CEIC) Limited) – a DIFC Company with Registration Number 2209 (the
“Company” or “ENBD REIT”) was incorporated on 18th July 2016. ENBD REIT and its subsidiaries and Special Purpose Vehicles (SPVs)
are collectively referred to as “the Group”.
ENBD REIT was incorporated as a company limited by shares under the Companies Law DIFC Law No. 2 of 2009 and has been
renamed to ENBD REIT (CEIC) PLC from ENBD REIT (CEIC) Limited due to the introduction of the new DIFC Companies Law, DIFC Law
No. 5 of 2018.

Structure
On 23rd March 2017, the shares of ENBD REIT were admitted to the Dubai Financial Services Authority (“DFSA”) list of shares to
trade on Nasdaq Dubai after the Initial Public Offering (the “IPO”).

Investment policy and objectives
The purpose of the Group is to provide investors with a professionally managed means of participating in the United Arab Emirates
(“UAE”) real estate market. The primary investment objective of the Group is to achieve regular rental income and long-term capital
growth from a diversified portfolio of commercial, residential and alternative properties. Investment decisions under the
supervision of the Directors of the Group will be made on behalf of the Group by the Fund Manager, and will reflect the medium to
long-term objective to maximise total return made up of rental income and capital appreciation.
The Group shall have the capacity to seek finance in a manner compliant with Islamic Shari’a law to aid further property acquisitions
from time to time with an aim to further increase shareholders’ returns. The Group may invest in properties via offshore special
purpose vehicles (“SPVs”). A single SPV may be used to hold each separate property, and any finance sought for the property
acquisitions will be either at the Group level or at the SPV level.
All investments of the Group will take place according to Shari’a guidelines, as defined by the Shari’a Supervisory Board of the
Group. The Shari’a Supervisory Board will also periodically review that all implemented investment decisions of the Fund Manager
remain within Shari’a guidelines.

Results and distributions
The results for the year are set out in the consolidated statement of profit or loss and other comprehensive income on page 12.
During the current year, a final dividend of USD 0.0129 per share amounting to USD 3,281,777 (2.2% of NAV) was declared and
approved for the year ended 31st March 2018 and paid on 13th June 2018. Furthermore, an interim dividend of USD 0.027 per share
amounting to USD 6,868,836 (4.8% of NAV) for the year ended 31st March 2019 was declared and approved and subsequently paid
on 25th February 2019. The payment of the interim dividend was delayed while ENBD REIT sought the appropriate regulatory and
court approvals for its reduction of share capital. At the Annual General Meeting (“AGM”) to be held on 24th June 2019, the Board
of Directors will propose a final dividend of USD 0.0215 per share amounting to USD 5,399,754 (4% of NAV) for the 12-month period
ended 31st March 2019. The final dividend has been determined based on the actual net rental return and funds from operations
(“FFO”) generated during the 12-month period.

Return of Capital
During the year, ENBD REIT returned share capital of USD 8,725,966 to its shareholders on 13th June 2018, subsequent to
shareholders’ approval at the Annual General Meeting held on 3rd June 2018 (for the year ended 31st March 2018: nil).

Reduction of Share Capital
ENBD REIT reduced its share capital by USD 84,521,056 subsequent to shareholders’ approval at a General Meeting held on 27th
November 2018 and following the necessary regulatory approvals. It transferred from its share capital the amount of USD
69,843,561 to a distributable reserve account and USD 14,677,495 to a special reserve account following the requisite court order.
The purpose of the distributable reserve is to enable ENBD REIT to maintain consistent dividend payments despite movements in
capital values. The purpose of the special reserve account is for coverage of liabilities outstanding as at 31st December 2018, where
the balance will move to the distributable reserve account as and when these liabilities are settled. As at 31st March 2019, ENBD
REIT has settled USD 6,508,343 and the balance in the special reserve account stands at USD 8,169,152.
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ENBD REIT (CEIC) PLC (Formerly known as ENBD REIT (CEIC) Limited) and its
subsidiaries)
Consolidated statement of profit or loss and other comprehensive income
For the year ended 31 March 2019
Note

31 March
2019
USD

31 March
2018 *
USD

Income
Rental income
Property operating expenses

11

Property operating income

38,040,334

32,434,112

(8,240,625)

(7,483,319)

29,799,709

24,950,793

Expenses
General and administrative expenses

12

(1,815,746)

(1,905,224)

Management fees

13

(4,123,021)

(4,167,172)

(102,369)

(126,491)

(158,162)

-

(6,199,298)

(6,198,887)

Property valuation fees
Allowance for impairment against trade receivables

4

Total fund expenses
Finance income / (cost)

131,663

549,366

Islamic financing costs

Profit on Islamic deposits

(11,367,334)

(6,859,494)

Net finance cost

(11,235,671)

(6,310,128)

12,364,740

12,441,778

Profit before (loss) / gain on fair valuation of investment properties
Unrealised (loss) / gain on fair valuation of investment properties, net

3

(Loss) / profit for the year
Other comprehensive income

Total comprehensive income for the year

(21,713,870)

559,247

(9,349,130)

13,001,025

-

-

(9,349,130)

13,001,025

(0.04)

0.05

(Loss) / earnings per share
Basic (loss) / earnings per share (USD)

18

* The Group has applied IFRS 9 – Financial Instruments and IFRS 15 – Revenue from Contract with Customers effective from 1 April
2018. Under the transition method elected, this comparative information is not restated. Also refer to note 2(c).
The accompanying notes on pages 15 to 36 form an integral part of this consolidated financial statements.
The independent auditor’s report is set out on pages 5 to 10.
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ENBD REIT (CEIC) PLC (Formerly known as ENBD REIT (CEIC) Limited) and its
subsidiaries
Consolidated statement of changes in equity
For the year ended 31 March 2019

As at 1 April 2017
Total comprehensive income for the year
Profit for the year
Total comprehensive income for the year
Transactions with owners recorded directly in
equity
Dividend distribution (refer to note 17)
As at 31 March 2018
As at 1 April 2018 as previously reported
Cumulative effect of adoption of IFRS 9 –
Financial Instruments (refer to note 2(c))
As at 1 April 2018 (restated)
Total comprehensive income for the year
Loss for the year
Total comprehensive income for the year
Transactions with owners recorded directly in
equity
Movement in Share Capital (refer to note 10)
Transfer from Special Reserve (refer to note 10)
Transfer from distributable reverse
Dividend distribution (refer to note 17)
Return of capital (refer to note 10)
Shares buy-back (refer to note 10)
At 31 March 2019

Share
capital
USD

Distributable
reserve
USD

Special
reserve
USD

Retained
earnings
USD

Total
USD

296,768,094

-

-

210,592

296,978,686

-

-

-

13,001,025
13,001,025

13,001,025
13,001,025

296,768,094

-

-

(9,718,131)
3,493,486

(9,718,131)
300,261,580

296,768,094

-

-

3,493,486

300,261,580

-

-

-

(29,032)

(29,032)

3,464,454

300,232,548

296,768,094

-

-

-

(9,349,130)
(9,349,130)

(9,349,130)
(9,349,130)

(84,521,056)
(8,725,966)
(1,939,963)
201,581,109

69,843,561
6,508,343
(22,000,000)
54,351,904

14,677,495
(6,508,343)
8,169,152

22,000,000
(10,150,613)
5,964,711

(10,150,613)
(8,725,966)
(1,939,963)
270,066,876

* The Group has applied IFRS 9 – Financial Instruments and IFRS 15 – Revenue from Contract with Customer effective from 1 April
2018. Under the transition method elected, this comparative information is not restated. Also refer note 2(c).
The accompanying notes on pages 15 to 36 form an integral part of this consolidated financial statements.
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ENBD REIT (CEIC) PLC (Formerly known as ENBD REIT (CEIC) Limited) and its
subsidiaries
Consolidated statement of cash flows
For the year ended 31 March 2019
Note

2019

2018 *

USD

USD

(9,349,130)

13,001,025

21,713,870

(559,247)

(131,663)

(549,366)

Cash flows from operating activities
(Loss) /profit for the year
Adjustments for:
Unrealised loss / (gain) on fair valuation of investment properties, net

3

Profit on islamic deposits
Allowance for impairment against trade receivables

4

158,162

-

Islamic financing cost

13

11,367,334

6,526,011

23,758,573

18,418,423

(1,095,298)

(1,961,838)

674,753

(816,423)

Payable for investments

(754,711)

1,547,371

Trade and other payables

752,991

2,357,490

(209,560)

255,859

23,126,748

19,800,882

(6,587,631)

(146,728,257)

-

99,959,162

131,663

549,366

(6,455,968)

(46,219,729)

54,729,512

51,184,318

(42,989,382)

-

(10,150,613)

(9,718,131)

(1,939,963)

-

(8,725,966)

-

Islamic financing cost paid

(10,533,186)

(6,250,015)

Net cash flows (used in) / generated from financing activities

(19,609,598)

35,216,172

Changes in :
Trade and other receivables
Prepaid expenses

Deferred finance cost
Net cash flows generated from operating activities
Cash flows from investing activities
Acquisition of investment properties

3

Changes in islamic deposits and receivables
Profit on Islamic deposits
Net cash flows used in investing activities
Cash flows from financing activities
Proceeds from islamic financing

8

Repayment of Islamic financing
Dividend distribution to ordinary shareholders

16

Shares buy-back
Return of capital

10

Net (decrease) / increase in cash and cash equivalents for the year
Cash and cash equivalents at the beginning of the year

6

(2,938,818)
18,693,403

8,797,325
9,896,078

Cash and cash equivalents at the end of the year

6

15,754,585

18,693,403

* The Group has applied IFRS 9 – Financial Instruments and IFRS 15 – Revenue from Contract with Customer effective from
1 April 2018. Under the transition method elected, this comparative information is not restated. Also refer to note 2(c).
The accompanying notes on pages 15 to 36 form an integral part of this consolidated financial statements.
The independent auditor’s report is set out on pages 5 to 10.
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ENBD REIT (CEIC) PLC (Formerly known as ENBD REIT (CEIC) Limited) and its
subsidiaries
Notes to the Consolidated Financial Statements
For the year ended 31 March 2019
1. General Information
ENBD REIT (CEIC) PLC (formerly known as ENBD REIT (CEIC) Limited) – a DIFC Company with registration number 2209 (“the
Company” or “ENBD REIT”) was incorporated on 18 July 2016. The Company has changed its name from ENBD REIT (CEIC) Limited
to ENBD REIT (CEIC) PLC following the introduction of the Companies Law, DIFC Law No. 5 of 2018. ENBD REIT (CEIC) PLC is
registered as a Public Fund with the Dubai Financial Services Authority (“DFSA”). The Company is regulated by the DFSA and is
governed by, amongst others, the Collective Investment Law No. 2 of 2010 (“CIL”), the Collective Investment Rules module of the
DFSA Rules (“CIR”), the Market Law DIFC Law No. 1 of 2012 (the “Market Law”), the Market Rules module of the DFSA Rules
(“Market Rules”) and the applicable Dubai International Financial Centre (“DIFC”) companies law. The Company is categorised
under the CIL as a Public Fund and the CIR as a Domestic Fund, an Islamic Fund, a Property Fund and a Real Estate Investment Trust
(REIT). On 15 February 2017, the name of the Company was changed from EREF Dubai to ENBD REIT (CEIC) Limited. ENBD REIT and
its subsidiaries and special purpose vehicles (“SPV”) are collectively referred to as “the Group”. The registered address of the
Company is 8th Floor, East Wing, Dubai International Financial Centre, The Gate Building, PO Box 506578, Dubai, United Arab
Emirates.
ENBD REIT has been established as a Shari’a compliant company limited by shares under the DIFC Companies Law. The principal
activity of the Group is to participate in the United Arab Emirates (“UAE”) real estate markets to achieve regular rental income and
some long-term capital growth from a diversified portfolio of property and property related assets. All investments of the Group
take place according to Shari’a guidelines, as defined by the Shari’a Supervisory Board of the Group. The Shari’a Supervisory Board
also periodically review that all investment decisions made by the Fund Manager are within Shari’a guidelines.
On 23 March 2017, the shares of ENBD REIT were admitted to the Dubai Financial Services Authority (“DFSA”) list of shares to trade
on Nasdaq Dubai after an Initial Public Offering (the “IPO”).
2. Significant accounting policies
a.

Basis of presentation

The consolidated financial statements for the year ended 31 March 2019 has been prepared in accordance with International
Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”), Islamic Shari’a rules and
principles as determined by the Shari’a Supervisory Board of the Group and in accordance with the applicable regulatory
requirements of the DFSA. The consolidated financial statements are prepared under the historical cost convention basis except
for investment properties which are stated at fair value. The preparation of financial statement in conformity with IFRS requires
the Directors to make certain accounting estimates, judgement and assumptions. Actual results may differ from those estimates
and assumptions. It also requires the Directors to exercise judgement in the process of applying the Group’s accounting policies.
Critical accounting estimates, judgements and assumptions are set out in Note 2(d).
b.

New Standards, Interpretations and Amendments

i)

Issued but not effective

A number of new standards and amendments to standards, set out below, are effective for annual periods beginning after 1 January
2018 and earlier application is permitted. However, these standards and amendments have not been applied early in preparing
these consolidated financial statements. The new standards which may be relevant to the Group have been set out below.
IFRS 16 Leases
The Group is required to adopt IFRS 16 Leases from 1 April 2019. The Group has assessed the estimated impact that initial
application of IFRS 16 will have on its consolidated financial statements, as described below. The actual impacts of adopting the
standard on 1 April 2019 may change because:
–

the Group has not finalised the testing and assessment of controls over its new IT systems; and

–

the new accounting policies are subject to change until the Group presents its first consolidated financial statements that
include the date of initial application.
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ENBD REIT (CEIC) PLC (Formerly known as ENBD REIT (CEIC) Limited) and its
subsidiaries
Notes to the Consolidated Financial Statements (continued)
For the year ended 31 March 2019
2.

Significant accounting policies (continued)

b.

New Standards, Interpretations and Amendments (continued)

i)

Issued but not effective (continued)

IFRS 16 Leases (continued)
IFRS 16 introduces a single, on-balance sheet lease accounting model for lessees. A lessee recognises a right-of-use asset
representing its right to use the underlying asset and a lease liability representing its obligation to make lease payments. There are
recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains similar to the current
standard – i.e. lessors continue to classify leases as finance or operating leases.
IFRS 16 replaces existing leases guidance, including IAS 17 Leases, IFRIC 4 Determining whether an Arrangement contains a Lease,
SIC-15 Operating Leases – Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of a Lease.
i)

Leases in which the Group is a lessee

The Group will recognise new assets and liabilities for its operating leases. The nature of expenses related to those leases will now
change because the Group will recognise a depreciation charge for right-of-use assets and interest expense on lease liabilities.
Previously, the Group recognised operating lease expense on a straight-line basis over the term of the lease, and recognised assets
and liabilities only to the extent that there was a timing difference between actual lease payments and the expense recognised.
In addition, the Group will no longer recognise provisions for operating leases that it assesses to be onerous. Instead, the Group
will include the payments due under the lease in its lease liability.
As at the reporting date, the Group has non-cancellable operating lease commitments of USD 36,164,114. These are mainly land
operating leases which are long term in nature. The Group expects to recognise right-of-use assets of approximately USD
14,640,000 on 1 April 2019 and lease liabilities of USD 14,640,000. The Group expects that net profit after tax will decrease by
approximately USD 521,000 for 2020 as a result of adopting the new standard. This change will have no overall impact on Group’s
cash flows, except that operating cash flows will increase and financing cash flows will decrease as repayment of the principal
portion of the lease liabilities will be classified as cash flows from financing activities.
ii. Leases in which the Group is a lessor
The Group will reassess the classification of leases in which the Group is a lessor. Based on the information currently available, the
Group does not expects a significant impact on consolidated financial statements for leases in which the Group is a lessor.
iii. Transition
The Group plans to apply IFRS 16 initially on 1 April 2019, using the modified retrospective approach. Therefore, the cumulative
effect of adopting IFRS 16 will be recognised as an adjustment to the opening balance of retained earnings at 1 April 2019, with no
restatement of comparative information.
The Group plans to apply the practical expedient to grandfather the definition of a lease on transition. This means that it will apply
IFRS 16 to all contracts entered into before 1 April 2019 and identified as leases in accordance with IAS 17 and IFRIC 4.
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ENBD REIT (CEIC) PLC (Formerly known as ENBD REIT (CEIC) Limited) and its
subsidiaries
Notes to the Consolidated Financial Statements (continued)
For the year ended 31 March 2019
2.

Significant accounting policies (continued)

b.

New Standards, Interpretations and Amendments (continued)

i)

Issued but not effective (continued)

Other standards
The following amended standards and interpretations are not expected to have a significant impact on the Group’s consolidated
financial statements.

- Prepayment Features with Negative Compensation (Amendments to IFRS 9) (effective for annual periods beginning on or after
1 January 2019).

- Annual improvements to IFRS Standards 2015 - 2017 Cycle - various standards (effective for annual periods beginning on or
after 1 January 2019).

- Amendments to References to Conceptual Framework in IFRS Standards (effective for annual periods beginning on or after 1
January 2020).

The following standards, amendments and interpretations that are mandatorily effective from the current year:

- Transfers of Investment Property (Amendments to IAS 40).
- Annual Improvements to IFRSs 2014-2016 Cycle – various standards (amendments to IFRS1 and IAS 28).

These standards and amendments do not have a significant impact on the Group’s consolidated financial statements as at 31 March
2019.
c.

Changes in accounting policies

i)

IFRS 9 Financial instruments – policy applicable from 1 April 2018

IFRS 9 sets out requirements for recognising and measuring financial assets, financial liabilities and some contracts to buy or sell
non-financial items. This standard replaces IAS 39 Financial Instruments: Recognition and Measurement. The following table
summarises the impact of transition to IFRS 9 on opening balances:

Retained earnings
Recognition of expected credit losses under IFRS 9 as at 1 April 2018
a)

Impact of adopting IFRS 9 on
opening balance
USD
(29,032)

Classification and measurement of financial assets and financial liabilities

IFRS 9 largely retains the existing requirements in IAS 39 for the classification and measurement of financial liabilities. However, it
eliminates the previous IAS 39 categories for financial assets of held to maturity, loans and receivables and available for sale.
The adoption of IFRS 9 has not had a significant effect on the Group’s accounting policies related to financial liabilities. The impact
of IFRS 9 on the classification and measurement of financial assets is set out below.
Under IFRS 9, on initial recognition, a financial asset is classified as measured at: amortised cost; fair value through other
comprehensive income (“FVOCI”) – debt investment; FVOCI – equity investment; or fair value through profit or loss (“FVTPL”). The
classification of financial assets under IFRS 9 is generally based on the business model in which a financial asset is managed and its
contractual cash flow characteristics.
Financial assets that meet the following conditions are subsequently measured at amortised cost less impairment loss and deferred
income, if any (except for those assets that are designated as at fair value through other comprehensive income on initial
recognition):
1.
2.

the asset is held within a business model whose objective is to hold assets in order to collect contractual cash flows; and
the contractual terms of the instrument give rise to cash flows on specified dates that are solely payments of principal and profit
on the principal amount outstanding.

All other financial assets are subsequently measured at fair value.
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ENBD REIT (CEIC) PLC (Formerly known as ENBD REIT (CEIC) Limited) and its
subsidiaries
Notes to the Consolidated Financial Statements (continued)
For the year ended 31 March 2019
2.

Significant accounting policies (continued)

c.

Changes in accounting policies (continued)

i)

IFRS 9 Financial instruments - policy applicable from 1 April 2018 (continued)

a)

Classification and measurement of financial assets and financial liabilities (continued)

All financial assets not classified as measured at amortised cost or FVOCI as described above are measured at FVTPL. This includes
all derivative financial assets. On initial recognition, the Group may irrevocably designate a financial asset that otherwise meets
the requirements to be measured at amortised cost or at FVOCI as at FVTPL if doing so eliminates or significantly reduces an
accounting mismatch that would otherwise arise.
A financial asset (unless it is a trade receivable without a significant financing component that is initially measured at the
transaction price) is initially measured at fair value plus, for an item not at FVTPL, transaction costs that are directly attributable
to its acquisition.
The following accounting policies apply to the subsequent measurement of financial assets
Financial assets at FVTPL
These assets are subsequently measured at fair value. Net gains and losses, including any interest or dividend income, are recognised
in profit or loss.
Financial assets at amortised cost
These assets are subsequently measured at amortised cost using the effective interest method. The amortised cost is reduced by
impairment losses. Interest income, foreign exchange gains and losses and impairment are recognised in profit or loss. Any gain or
loss on derecognition is recognised in profit or loss.
The effect of adopting IFRS 9 on the carrying amounts of financial assets at 1 April 2018 relates solely to the new impairment
requirements, as described further below.
Financial assets at amortised cost (continued)
The following table and the accompanying notes below explain the original measurement categories under IAS 39 and the new
measurement categories under IFRS 9 for each class of the Group’s financial assets as at 1 April 2018.

Financial assets

Original classification under New classification
IAS 39
under IFRS 9

Trade and other receivables (excluding
accrued rental income)
Cash at bank
Islamic deposits

Loans and receivables
Loans and receivables
Loans and receivables

Amortised cost
Amortised cost
Amortised cost

Original carrying
amount under
IAS 39

New carrying
amount under
IFRS 9

USD 1,337,357
USD 18,693,403
-

USD 1,308,325
USD 18,693,403
-

Trade and other receivables that were classified as loans and receivables under IAS 39 are now classified at amortised cost. An
increase of USD 29,032 in the allowance for impairment over these receivables was recognised in opening retained earnings at 1
April 2018 on transition to IFRS 9.

18

ENBD REIT (CEIC) PLC (Formerly known as ENBD REIT (CEIC) Limited) and its
subsidiaries
Notes to the Consolidated Financial Statements (continued)
For the year ended 31 March 2019
2.

Significant accounting policies (continued)

c.

Changes in accounting policies (continued)

i)

IFRS 9 Financial instruments - policy applicable from 1 April 2018 (continued)

b) Impairment
IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with a forward-looking ‘expected credit loss’ (ECL) model. This will require
considerable judgement about how changes in economic factors affect ECLs, which will be determined on a probability-weighted
basis. The new impairment model will apply to financial assets measured at amortised cost or FVOCI and contract assets, but not
to investments in equity instruments. Under IFRS 9, credit losses are recognised earlier than under IAS 39. The financial assets at
amortised cost consist of trade and other receivables, Islamic deposits and cash at banks.
Under IFRS 9, loss allowances are measured on either of the following bases:
– 12-month ECLs: these are ECLs that result from possible default events within the 12 months after the reporting date; and
– lifetime ECLs: these are ECLs that result from all possible default events over the expected life of a financial instrument.
The Group measures loss allowances at an amount equal to lifetime ECLs, except for cash at banks and Islamic deposits, which are
measured as 12-month ECLs for which credit risk (i.e. the risk of default occurring over the expected life of the financial instrument)
has not increased significantly since initial recognition.
When determining whether the credit risk of a financial asset has increased significantly since initial recognition and when
estimating ECLs, the Group considers reasonable and supportable information that is relevant and available without undue cost
or effort. This includes both quantitative and qualitative information and analysis, based on the Group’s historical experience and
informed credit assessment and including forward-looking information.
The Group assumes that the credit risk on a financial asset has increased significantly if it is more than 30 days past due.
The Group considers a financial asset to be in default when:
–
the borrower is unlikely to pay its credit obligations to the Group in full, without recourse by the Group to actions such as
realising security (if any is held); or
–
the financial asset is more than 90 days past due.
The maximum period considered when estimating ECLs is the maximum contractual period over which the Group is exposed to
credit risk.
Credit-impaired financial assets
At each reporting date, the Group assesses whether financial assets carried at amortised cost are credit-impaired. A financial asset
is ‘credit-impaired’ when one or more events that have a detrimental impact on the estimated future cash flows of the financial
asset have occurred.
Presentation of impairment
Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying amount of the assets.
Impact on consolidated financial statements
Apart from changes in classification and measurement of financial assets and financial liabilities, the effect of initially applying this
standard is mainly attributed to an increase in impairment losses recognised on financial assets. The details of adjustments to the
opening balances of retained earnings and trade and other receivables (excluding accrued rental income) are detailed below:
31 March 2018
(as previously reported)
USD

Trade and other receivables (excluding accrued
rental income)
Retained earnings

1,337,357
3,493,486
19

Impact of re-measurement
under IFRS 9

1 April 2018
(restated)

USD

USD

(29,032)
(29,032)

1,308,325
3,464,454

ENBD REIT (CEIC) PLC (Formerly known as ENBD REIT (CEIC) Limited) and its
subsidiaries
Notes to the Consolidated Financial Statements (continued)
For the year ended 31 March 2019
2.

Significant accounting policies (continued)

c.

Changes in accounting policies (continued)

ii)

IFRS 15 Revenue from contracts with customers - policy applicable from 1 April 2018

The Group has adopted IFRS 15 from 1 April 2018 and has taken an exemption not to restate comparative information for prior
periods with respect to revenue recognition requirements, as the impact of IFRS 15 is not material.
The Group’s management has assessed the application of IFRS 15 to the Group’s revenue streams and concluded that it has not
resulted in any significant changes to the timing and amount of revenue recognition from 1 April 2018 onwards.
IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue is recognised. It replaces
existing revenue recognition guidance, including IAS 18 Revenue, IAS 11 Construction Contracts and IFRIC 13 Customer Loyalty
Programmes.
Rental Income
Rental income on operating leases from investment properties is accounted for on a straight line basis over the term of the lease.
The aggregate cost of incentives provided to lessees is recognised as a reduction of rental income over the lease term on a straight
line basis.
d. Critical accounting estimates and judgements
The preparation of consolidated financial statements in conformity with IFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its judgement in the process of applying the Group’s accounting policies that
affect the reported amounts of assets and liabilities, income and expenses. The estimates and assumptions that have a significant
risk of causing material adjustment to the carrying amounts of the assets and liabilities relates to Investment Properties and
allowance for impairment losses on financial assets.
i.

Valuation of investment properties

The Group follows the fair value model under IAS 40 whereby investment property owned for the purpose of generating rental
income or capital appreciation, or both, are fair valued based on valuation carried out by an independent registered valuer in
accordance with RICS Appraisal and Valuation Manual issued by the Royal Institute of Chartered Surveyors.
Investment properties are stated at fair value, being the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date in the principal or in its absence, the most
advantageous market to which the Group has access at that date. The value of a liability reflects its non-performance risk.
The fair values have been determined by taking into consideration discounted cash flows where the Group has on-going lease
arrangements. In this regard, the Group's current lease arrangements, which are entered into on an arm's length basis and which
are comparable to those for similar properties in the same location, have been taken into account.
In case where the Group does not have any on-going lease arrangements, fair values have been determined, where relevant,
having regard to recent market transactions for similar properties in the same location as the Group's investment properties. These
values are adjusted for differences in key attributes such as property size.
The Group’s management has reviewed the assumptions and methodologies used by the independent registered valuer and, in
their opinion, these assumptions and methodologies appears reasonable as at the reporting date considering the current economic
and real estate outlook in the UAE.
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2.

Significant accounting policies (continued)

e.

Basis of Consolidation

The consolidated financial statements comprise the financial statements of the Company and its wholly owned subsidiaries at 31
March 2019, as listed below.
Subsidiary
Arabian Oryx Property SPV 1 Limited
Blanford Fox Property SPV 2 Limited
Camel Property SPV 3 Limited
Dana Property SPV 4 Limited
Ewan Property SPV 5 Limited
Fajr Property SPV 6 Limited
Gazal Property SPV 7 Limited
Hesan Property SPV 8 Limited
Ibex Property SPV 9 Limited
The subsidiaries are consolidated from the date on which control is transferred to the Group and will cease to be consolidated from
the date on which control is transferred from the Group. Control exists when the Group is exposed to, or has rights to, variable
returns from its involvement with the subsidiary and has the ability to affect those returns through its power over the Subsidiary.
Control of the subsidiaries transferred to the Group on the acquisition dates detailed above. Intragroup balances, and any
unrealised gains and losses or income and expenses arising from intragroup transactions, are eliminated in preparing the
consolidated financial statements. The Group does not meet the Investment Entity definition under IFRS 10.
Common control transactions
Common control transactions are accounted at book value on the basis that the investment has transferred from one part of the
group to another. Accordingly, the Group recognizes the assets acquired and liabilities assumed using the book values in the
financial statements of the entity transferred. Difference between the consideration paid and the capital of the acquiree, if any, is
disclosed as an adjustment in equity under group restructuring reserve.
Loss of control
When the Group loses control over a subsidiary, the assets and liabilities of the subsidiary, any retained interest in the entity is
remeasured at fair value. The difference between the carrying amount of the retained investment at the date when control is lost
and its fair value is recognised in profit or loss.
e.

Foreign currency translation

(i) Functional and presentation currency
The functional currency, which is the currency of the primary economic environment in which the Group operates is United Arab
Emirates Dirham (“AED”). The presentation currency of these financial statements is United States Dollar (“USD”). The AED is
currently pegged at a conversion rate of AED 3.673 for every USD.
(ii) Transactions and balances
Transactions in foreign currencies are translated at the foreign currency exchange rate ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are retranslated to USD at the foreign currency closing exchange
rate ruling at the reporting date. Foreign currency exchange differences arising on retranslation and realised gains and losses on
disposals or settlements of monetary assets and liabilities are recognised in the consolidated statement of profit or loss and other
comprehensive income.
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2.

Significant accounting policies (continued)

f.

Financial instruments - policy applicable before 1 April 2018

Financial assets are classified in the following categories: available-for-sale, held to maturity and loans and receivables. The
classification depends on the purpose for which the financial assets were acquired. Management determines the classification of
its financial assets at initial recognition. Financial liabilities are classified at amortised cost. The Group does not have any financial
assets that are available for sale or held to maturity.
i)

Classification and measurement

Loans and receivables
Loans and receivables are non-derivative financial instruments with fixed or determinable payments that are not quoted in an
active market. Loans and receivables are carried at amortised cost using the effective yield method less any allowance for
impairment. They are included in current assets except for maturities greater than 12 months from reporting date which are
classified as non-current assets.
ii)

Financial liabilities at amortised cost

Amortised cost financial liabilities are initially measured at fair value less directly attributable transaction costs. They are
subsequently measured at amortised cost using effective interest method.
iii)

Recognition and derecognition of financial assets and liabilities

Regular purchases and sales of financial assets and liabilities are recognised on the trade date, being the date on which the Group
commits to purchase or sell the instrument. The Group derecognises financial assets where: the rights to receive cash flows from
the assets have expired; or the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation
to pay the received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; or either
(a)

the Group has transferred substantially all the risks and rewards of the assets; or

(b) the Group has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred control
of the asset.
Where the Group has not transferred control of the asset, the asset is recognised to the extent of the Group’s involvement in the
asset, which is measured as the extent to which the Group is exposed to changes in the value of the transferred asset. The Group
derecognises a financial liability when the obligation under the liability is discharged.
iv)

Impairment of financial assets not at Fair Value through Profit or Loss

The Group assesses at each reporting date whether a financial asset or any group of financial assets has been impaired. Where
there is objective evidence that an impairment loss has been incurred, the loss is measured as the difference between the asset’s
carrying amount and the present value of the estimated future cash flows discounted using the effective interest rate. The loss is
adjusted against the carrying amount through the use of an allowance account. Evidence of impairment includes non-activity of
the asset’s trading, defaults in payments of the asset’s coupons and indications from observable market data that there is a
significant decrease in the estimated future cash flows.
v)

Offsetting financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the consolidated statement of financial position
if, and only if, there is currently an enforceable legal right to offset the recognized amounts and there is an intention to settle on a
net basis, or to realise the assets and settle the liabilities simultaneously.
g. Investment properties
All properties owned by the Group are classified as investment properties, as they are held for the purpose of earning rental income
or for capital appreciation or a combination of the two. Investment properties are recognized as an asset when it is probable that
the future economic benefits that are associated with the investment properties will flow to the group and the cost of the
investment properties can be measured reliably. Property that is held under a lease is capitalized and treated as investment
property.
Investment properties are measured initially at cost including transaction costs. Subsequent to initial recognition, investment
properties are recognised at fair value at the reporting date. Gains and losses attributable to changes in fair value of investment
properties are recognised in the period in which they arise in the profit or loss as “Unrealised gain / loss on investment properties”.
Gains or losses from the sale or disposal of investment properties are calculated as the difference between the selling price and
the carrying value of the property.
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2.

Significant accounting policies (continued)

h.

Cash and cash equivalents

Cash and cash equivalents comprises cash at bank. Cash equivalent are short-term, highly liquid investments that are readily
convertible to known amounts of cash and which are subject to insignificant changes in value. For the purposes of the consolidated
statement of cash flows, cash and cash equivalent consist of cash and short-term deposits, as defined above.
i.

Rental income - policy applicable before 1 April 2018

Rental income on operating leases from investment properties is accounted for on a straight line basis over the term of the lease.
The aggregate cost of incentives provided to lessees is recognized as a reduction of rental income over the lease term on a straight
line basis.
j.

Expenses

The Group is responsible for the payment of management fees, administration fees and custodian fees, which are accrued on a
monthly basis and the payment of other expenses as detailed in the Prospectus of the Company. Expenses are accounted for on
an accruals basis.
k.

Dividend distribution

Collective Investment Rules (“CIR”) requires a Real Estate Investment Trust to distribute to its shareholders at least 80% of its
audited annual net income. Accordingly, at the reporting date, the Group has an obligation to its shareholders to pay at least 80%
of its net profits as dividend and Management will propose a final dividend to the shareholders for their approval to comply the
CIR rule.
l.
Leases
Leases under the terms of which the Group assumes substantially all the risks and rewards of ownership are classified as finance
leases. Property acquired by way of finance lease is stated at an amount equal to the lower of its fair value and the present value
of the minimum lease payments at the inception of the lease.
The determination of whether an arrangement is, or contains a lease is based on the substance of the arrangement at inception
date of whether the fulfilment of the arrangement is dependent on the use of a specific asset or assets or the arrangement conveys
a right to use the lease. A reassessment is made after inception of the lease only if any of the following applies:
(i) There is a change in contractual terms, other than a renewal or extension of the arrangement;
(ii) A renewal option is exercised or extension granted, unless the term of the renewal or extension was originally included in the
lease term;
(iii) There is a change in the determination of whether fulfillment is dependent on a specified asset; or
(iv) There is a substantial change to the asset.
Where a reassessment is made, lease accounting shall commence or cease from the date when the change in circumstances gave
rise to the reassessment for scenarios (a), (c) or (d) and at the date of renewal or extension period for scenario (b).
Where the Group leases out property under the terms of which the Group retains substantially all the risks and rewards of
ownership, such leases are classified as operating leases. Receipts from operating leases are credited to the consolidated statement
of profit or loss and other comprehensive income on a straight-line basis over the period of the lease.
All of the Group’s properties are leased out on an operating lease basis.
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Significant accounting policies (continued)

m. Provision
Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of past event, it is probable
that an outflow of resources embodying economic benefits will be required to settle the obligation and the amount of obligation
can be estimated reliably.
n. Finance income and costs
Finance income and expense are recognized within ‘Profits on Islamic deposits’ and ‘Finance Cost on Mudaraba / Ijarah’ in profit
or loss using the effective yield method, except for borrowing costs relating to qualifying assets, which are capitalized as part of
the cost of the asset. The Group has chosen to capitalize borrowing costs on all qualifying assets irrespective of whether they are
measured at fair value or not.
The effective yield method is a method of calculating the amortised cost of a financial asset or liability and of allocating profit
income or profit expense over the relevant period. The effective yield rate is the rate that exactly discounts estimated future cash
payments or receipts throughout the expected life of the financial instrument, or a shorter period where appropriate, to the net
carrying amount of the financial asset or financial liability. When calculating the effective yield rate, the Group estimates cash flows
considering all contractual terms of the financial instrument (for example, prepayment options) but does not consider future credit
losses. The calculation includes all fees and points paid or received between parties to the contract that are an integral part of the
effective yield rate, transaction costs and all other premiums or discounts.
o. Earnings per share
Basic earnings per share are calculated by dividing the net profit attributable to shareholders by the weighted average number of
ordinary shares in issue during the year.
The company has no dilutive potential ordinary shares; therefore, the diluted earnings per share are the same as the basic earnings
per share.
p.

Operating segment

The Group has only one operating segment in the UAE.
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3.

Investment properties
As at

As at

31 Mar 19

31 Mar 18

USD

USD

462,561,122

315,273,618

6,587,631

146,728,257

Changes in fair value – net

(21,713,870)

559,247

Balance at end of the year

447,434,883

462,561,122

Balance at start of the year
Additions to / acquisition of investment properties

Investment properties as at 31 March, 2019 were valued by CB Richard Ellis and Cavendish Maxwell who are qualified external
independent property valuation companies and carried out the valuation in accordance with the RICS Valuation Global Standards
2017. Property valuations are carried out in accordance with the Appraisal and Valuation Standards published by the Royal
Institution of Chartered Surveyors (“RICS”) and are undertaken by appropriately qualified valuers who are members of RICS and
who have recent experience in the locations and categories of the properties being valued. Fair value is estimated based on the
Investment Method as described below and benchmarked to comparable transactions wherever applicable.
For certain investment properties, valuer has used the Market Approach to value the apartments, where fair value was determined
by taking into consideration market comparable and benchmarked from sale transactions of similar properties.
Under the investment method, fair value is a product of rent and yield derived using comparison techniques. In undertaking
the valuation of properties under this method, an assessment has been made on the basis of a collation and analysis of
appropriate comparable investment, rental and sale transactions, together with evidence of demand within the vicinity of the
subject property. With the benefit of such transactions, yields have been applied to the properties taking into account size,
location, terms, covenants and other material factors at the valuation date.
Accrued lease income of USD 2.88 million (31 March 2018: Nil) as at the reporting date, relating to the accounting for operating
lease rentals on a straight line basis has been eliminated from the valuation of investment properties, in order to avoid double
counting of assets and liabilities.
Investment properties with carrying value of USD 428.8 million (2018: USD 356.7 million) are mortgaged against bank
borrowings.
Sensitivity analysis to significant changes in unobservable inputs within Level 3 of the hierarchy
The fair value measurement for the investment properties has been categorised as Level 3 based on the inputs to the valuation
technique used. For all investment properties, the current use of the property is considered to be highest and best use. The
significant unobservable inputs used in the fair value measurement of investment properties are:





Estimated Rental Value (“ERV”)
Long-term vacancy rate with the exception of fully occupied properties, void periods of 6 months – 12 months were applied
for units that were vacant as at the reporting date, which is over and above 3% - 10% permanent void periods applied on
these properties)
Equivalent yield (31 March 2019: 6.5% - 8%; 31 March 2018: 6.2% - 8%)

Significant increases / (decreases) in the ERV (per sqm p.a.) in isolation would result in a significantly higher / (lower) fair value
measurement. Significant increases / (decreases) in the long-term vacancy rate and equivalent yield in isolation would result in
a significantly lower / (higher) fair value measurement.
Generally, a change in the assumption made for the ERV (per sqm p.a.) is accompanied by:



a similar change in the equivalent yield, and
an opposite change in the long-term vacancy rate.
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4. Trade and other receivables
As at
31 Mar 19
USD

As at
31 Mar 18 *
USD

1,152,281
(187,194)
965,087

276,963
276,963

Deposits for utilities
Accrued rental income
Other receivables

945,535
1,089,350
686,966
2,721,851

802,759
1,441,477
257,635
2,501,871

Total trade and other receivables

3,686,938

2,778,834

(29,032)
(158,162)
(187,194)

(15,700,472)
15,700,472
-

Rent receivable
Gross amount receivable
Less: allowance for impairment
Other Receivables

Movement in allowance for impairment
Balance at start of the year *
Allowance for impairment written off
Charge for the year
Balance at end of the year

* The Group has applied IFRS 9 – Financial Instruments effective from 1 April 2018. Under the transition method elected, this
comparative information is not restated. Also refer to note 2(c).
5. Prepaid expenses

As at
31 Mar 19
USD

As at
31 Mar 18
USD

Other prepaid expenses
Advance paid for investment property

239,068
-

263,271
650,550

Total prepaid expenses

239,068

913,821

As at
31 Mar 19
USD

As at
31 Mar 18
USD

2,027,510
13,727,075
15,754,585

199,987
18,493,416
18,693,403

6. Cash and cash equivalents

Cash at bank (in USD accounts)
Cash at bank (in AED accounts)
Total cash and cash equivalents
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7. Trade and other payables

Current liabilities:
Rent received in advance and unearned income
Tenants’ security deposits
Management fees
Sundry creditors

As at
31 Mar 19
USD

As at
31 Mar 18
USD

8,521,807
845,923
904,072
2,048,447
12,320,249

8,778,527
625,281
1,187,096
929,415
11,520,319

2,747,562

2,794,501

Non-current liabilities:
Tenants’ security deposits
8. Islamic financing
The Group signed a Mudaraba facility of USD 190,579,907 on 15 December 2016 with Emirates NBD Bank which is secured against
selected investment properties. The profit rate is 3.0% above the quarterly EIBOR, payable in arrears. As at March 2019, the Group
had drawn down, net of repayment, USD 134,494,963 equivalent to AED 494,000,000 (31 March 2018: USD 168,254,833 equivalent
to AED 618,000,000) of the facility of which 10% of the drawn down amount is payable at the end of year 4 and the balance is
payable at the end of the 5-year term of the facility.
During the year, the Group also signed a new commodity murabaha facility on 14 November 2018 with Standard Chartered Bank
of USD 90,000,000 which is secured against selected investment properties. The profit rate is 2.15% above the quarterly LIBOR,
payable in arrears. As at March 2019, the Group has drawn down USD 45,500,000 from the facility which is payable at the end of
the 3-year term of the facility. The facilities are payable as follows:
As at
As at
31 Mar 19
31 Mar 18
USD
USD
Contractual cash flows
- Less than one year
9,565,869
6,730,193
- Between one and five years
196,382,395
186,564,646
205,948,264
193,294,839
Future finance costs not recognised in the consolidated financial
statements
(25,953,301)
(25,040,006)
179,994,963
168,254,833
Less: Deferred finance costs (refer note i below)
(1,430,305)
(1,220,745)
Net Islamic finance liability – carrying value
178,564,658
167,034,088
Net Islamic financing liability is presented in these consolidated financial statements as follows:

Less than one year
Between one and five years

As at
31 Mar 19
USD

As at
31 Mar 18
USD

178,564,658

167,034,088

As at
31 Mar 19
USD

As at
31 Mar 18
USD

168,254,833
(42,989,382)
54,729,512
179,994,963

117,070,515
51,184,318
168,254,833

i) This represents the arrangement fees paid for obtaining islamic financing facilities
Movement in the Islamic finance during the year is as follows:

As at 1 April
Repayments during the year
Withdrawals during the year
As at 31 March
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9. Payable for investments
The balance represents retention payables of USD 2,153,945 (31 March 2018: USD 2,908,656) for the investment properties to be
paid to third party on completion of certain terms as per individual agreements.
10. Share Capital
a)

Share capital

The authorised share capital of the Company is USD 500,000,000 divided into 500,000,000 fully paid Ordinary Shares each with no par
value. The fully paid ordinary shares of the Company are 251,151,340 (31 March 2018: 254,401,340). Pursuant to return of share
capital (note 10(b)), reduction in share capital (note 10(c)) and shares buy-back (note 10(d)), the share capital of the Company is USD
201,581,109 (31 March 2018: USD 296,768,094).
b)

Return of capital

During the current year, the Company has returned share capital of USD 8,725,966 to its shareholders on 13 June 2018 based on final
approval of the shareholders in the Annual General Meeting dated 3 June 2018 (31 March 2018: Nil), reducing its share capital from
USD 296,768,094 to USD 288,042,128
c)

Reduction of capital

During the current year, shareholders’ in General Meeting dated 27th November 2018 approved to reduce the issued share capital of
the Company from USD 288,042,128 to USD 203,521,072 by cancelling and extinguishing share capital to the extent of USD 84,521,056
(USD 0.3322 per share) subject to the necessary regulatory approvals.
Following the requisite court orders and necessary regulatory approvals, the amount, by which the share capital was reduced, was
transferred to distributable reserve and to special reserve amounting to USD 69,843,561 and USD 14,677,495 respectively.
The purpose of the distributable reserve is to enable ENBD REIT to maintain consistent dividend payments despite movements in
capital values. During the current year, the Company has transferred USD 22,000,000 from distributable reserves to retained earnings
for the payment of dividend.
The purpose of the special reserve account is for coverage of liabilities outstanding as at 31st December 2018, where the balance will
move to the distributable reserve account as and when these liabilities are settled. As at 31st March 2019, ENBD REIT has settled USD
6,508,343 and the balance in the special reserve account stands at USD 8,169,152.
d)

Shares buy-back

Following share capital reduction, the Company initiated a share buy-back programme for total number of 4,401,340 shares,
commencing from 21st February 2019 until 31st March 2019. The buyback programme will recommence after the approval of the
consolidated financial statements for the year ended 31st March 2019 until its maturity at 30th September 2019, or until the shares are
fully bought back, whichever is earlier. As at reporting date, ENBD REIT had bought back 3,250,000 shares at the prevailing market
price. The Company appointed Integrated Securities LLC as an independent broker to execute the programme on behalf of ENBD REIT,
with the programme aiming to add value to shareholders holding equity at the discounted share price level.
11. Property operating expenses

Building managers’ expenses
Cleaning, electricity and water
Building maintenance expenses
Air conditioning
Insurance
Legal and professional fees
Miscellaneous expenses
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For the year ended
31 Mar 19
USD

For the year ended
31 Mar 18
USD

5,059,377
1,425,828
906,222
499,017
142,660
90,915
116,606
8,240,625

4,103,691
1,193,954
1,292,401
467,575
106,341
216,691
102,666
7,483,319
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12. General and administrative expenses

Legal and professional fees
Board and committee fees (refer to note 13(ii))
Fund administration custodian and related services (refer to note 13(iv))
Miscellaneous expenses

For the year
ended
31 Mar 19
USD

For the year
ended
31 Mar 18
USD

902,728
544,067
112,696
256,255
1,815,746

916,163
523,825
140,780
324,456
1,905,224

13. Related parties and significant transactions
Related parties of the Group include significant shareholders, key management personnel, directors and businesses which are
controlled directly or indirectly by the significant shareholders or directors or over which they exercise significant management
influence. Pricing policies and terms of these transactions are approved by the Group's management and are carried out at arm’s
length transaction.
The following are considered related parties of the Group:
Related party

Relationship (basis for being a related party)

Emirates NBD Bank PJSC
Emirates NBD Asset Management Limited
Board of Directors (“the Board”)

Shareholder
Fund Manager
Directing and making key decisions for the Group

The basis of the fees payable to the related parties are set out below. The fees incurred during the year are disclosed in the
consolidated statement of profit or loss, with amounts outstanding at the reporting date included in trade and other payables.
Related party transactions

Finance cost on Mudaraba
Management fees (i)
Board and Committee fees (ii)
Transaction and development fee (iii)
Profit on Islamic deposit
Fund administration custodian and related services (iv)
Other Asset Management expenses
i)

For the year ended 31
Mar 19
USD

For the year ended 31
Mar 18
USD

10,724,248
4,123,021
544,067
152,464
131,663
112,696
99,646

6,859,494
4,167,172
523,825
465,818
549,366
140,780
-

The Group has appointed Emirates NBD Asset Management Limited as the Fund Manager. The following management fee is
payable to the Fund Manager:
Total Net Assets per Fund
On first USD 550 million Net Assets
On next USD 450 million Net Assets
Over USD 1,000 million Net Assets

Management Fee
1.50% of NAV
1.25% of NAV
1.00% of NAV

Until the Company has invested 80% of the proceeds from the IPO, the Fund Manager is entitled to 50% of the Management fee for
the corresponding IPO proceeds. In the financial year 2017-2018, the Company invested 100% of the proceeds from the IPO.
The Fund Manager is entitled to receive from the Fund a Performance Fee of 10% above a 7% hurdle rate on the annualised total
return to investors calculated on a change in NAV per Share cum-dividend, with a High-water Mark (High-water Mark is the highest
NAV from the date of the incorporation of the Company to the date of calculation of the performance fee) rebased every 12 months
upwards only, provided that no Performance Fee shall be payable in respect of an increase in NAV per Share from an amount below
the High-water Mark up to an amount which is still below or equal to the High-water Mark. No performance fee has been paid or is
payable to the Fund Manager (31 March 2018: NIL).
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13. Related parties and significant transactions (continued)
ii)

Each director of ENBD REIT is entitled to a remuneration of USD 75,000 per annum. Director fees charged to the Group for the
year ended 31 March 2019 were USD USD 259,110 (31 March 2018: USD 225,000) and USD 216,369 was owed to Directors at
31 March 2019 (31 March 2018: USD 81,370).

iii)

The Fund Manager is also entitled to receive transaction and development fees from the Fund on the acquisition and
development of investment properties at agreed rate.

iv)

The Company has appointed Apex Fund Services (Guernsey) Ltd as the Custodian. The custodian fees are divided into two
categories for each market of investment, namely safekeeping fees and transaction fees.

Balances with related parties
Cash and cash equivalents of the Group is placed with a shareholder of the Company (a bank) amounting to USD 12,817,209 (31
March 2018: USD 18,693,403).
At 31 March 2019, the Group had a Mudaraba payable to the shareholder (bank) of USD 134,494,963 (31 March 2018: USD
168,254,833) at market prevailing profit rates. The finance cost on bank borrowing for the year amounts to USD 10,724,249 (For
the year ended 31 March 2018: USD 6,859.495).
As at 31 March 2019, the Group has an amount payable to the Fund Manager of USD 904,072 (31 March 2018: USD 1,187,096).
14.

Financial risk and capital management

The Group’s investing activities expose it to various types of risk that are associated with financial instruments and markets in
which it invests. The Group’s approach to some of the most important types of financial risk to which the Group is exposed,
including the Group’s objectives, policies and procedures for managing the risks, are summarized below:
Objectives for managing financial risks
The Group’s objective for managing financial risks is to ensure that shareholder value is created and protected through ongoing
identification, measurement and monitoring of the risks including assessment of the returns to ensure they are commensurate
with the risks taken.
Risk management structure
The Fund Manager is responsible for the identification, measurement and controlling of financial risks. The Investment Committee
of the Company provides the necessary advice and guidance in managing financial risks. The Investment Committee meets on a
regular basis with the Fund Manager to discuss and monitor the Group’s risk exposure.
Concentration of financial risks
In order to avoid excessive risk concentration, the Group’s policies and procedures include specific guidelines to limit some
geographic, counterparty, security, industry or currency exposures.
The Group’s objectives for capital management are to ensure that there are adequate funds to seize investment opportunities as
they arise, in line with the investment objectives. The Group may borrow for funding investments, provided that, the amount of
such outstanding financing shall not, in the aggregate, exceed 50% of the GAV.
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14.
(i)

Financial risk and capital management (continued)
Credit risk

Credit risk is the risk that counterparty will be unable or unwilling to meet commitments it has entered into with the Group. The
Group’s main credit risk derives from the possibility of defaults in rental payments by tenants and other receivables.
The table below shows the maximum exposure to credit risk as at the reporting date:

Cash and cash equivalents
Trade and other receivables
Maximum exposure to credit risk

As at
31-Mar-19
USD
15,754,585
3,686,938
19,441,523

As at
31-Mar-18
USD
18,693,403
2,778,834
21,472,237

The Group’s objective for managing credit risk is to ensure that the exposure is limited to acceptable levels in line with the
investment guidelines and risk management processes. The investment decisions under the supervision of the Directors are made
on behalf of the Group by the Fund Manager, advised by the Investment Committee, and they reflect the medium to long-term
objectives of the Group.
In determining the provisions, the Group considered the status of the counterparties, status of any recovery procedures and the
likelihood of recovering these amounts. The following table summarizes, for the Group, the credit quality of the financial assets
that are exposed to credit risk:
As at
As at
31-Mar-19
31-Mar-18
USD
USD
Ratings
A3 (Moody's)
15,754,585
18,693,403
Other / not rated
3,686,938
2,778,834
Maximum gross exposure to credit risk
19,441,523
21,472,237
Some securities are not rated but the credit risk exposure is managed and monitored through regular reviews of the underlying
issuers and making assumptions on their credit risks in relation to other rated issuers. Non-rated securities mainly relate to deposits
for utilities and accrued rental income.
The Fund Manager monitors the counterparties with whom the Group trades to ensure that they have a sound credit standing and
that they do not expose the Group to unreasonably high exposure to credit risk. As provided for in the Group’s Prospectus, there
are specific limits on each type of investment as a proportion of the NAV of the Group in order to limit the concentration of either
counterparty or investment-type risk.
Based on management judgement, an allowance for impairment for expected credit loss of USD 187,194 has been recognized as
at 31 March 2019.
None of the amounts above are past due nor have their terms been renegotiated.
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Financial risk and capital management (continued)

(ii) Liquidity risk
Liquidity risk is the risk that the Group will be unable to meet its financial obligations as they fall due. The extent of liquidity risk
for the Group is dependent upon the nature of the Group and its investment objectives, which are discussed in detail in the
Directors’ Report on pages 3 and 4.
The Company’s objective is to ensure that there are adequate liquid resources to meet the obligations under the financial liabilities
and invest in accordance with the investment objectives.
The tables below show the maturity profiles and the contractual cash flows for the financial liabilities:

As at 31 March 2019
Islamic financing
payable (Note 8)
Other financial liabilities

Carrying
value

Less than 1
year
USD

1 to 5 years
USD

Over 5 years
USD

Total
USD

179,994,963
9,962,133
189,957,096

9,565,869
7,214,571
16,780,440

196,382,395
2,379,843
198,762,238

367,719
367,719

205,948,264
9,962,133
215,910,397

168,254,833
8,872,985
177,127,818

6,730,193
5,211,756
11,941,949

186,564,646
2,435,893
189,000,539

1,225,336
1,225,336

193,294,839
8,872,985
202,167,824

As at 31 March 2018
Islamic financing
payable (Note 8)
Other financial liabilities

Reconciliation of the maturity values of the financial liabilities per the Consolidated Statement of Financial Position to the
contractual cash flows

Total current liabilities per the consolidated statement of financial position
Total non-current liabilities per the consolidated statement of financial position
Add: future finance costs not recognised in the consolidated financial statements (refer to
note 8)
Add: deferred finance cost excluded in Islamic finance payable (refer to note 8)
Less: deferred income excluded in maturity profile (refer to note 7)
Total per maturity profile

As at
31-Mar-19
USD

As at
31-Mar-18
USD

15,736,378
181,312,220
197,048,598

13,990,283
170,695,317
184,685,600

25,953,301
1,430,305
(8,521,807)
215,910,397

25,040,006
1,220,745
(8,778,527)
202,167,824

(iii) Market risk
Market risk is the risk that the fair value and/or future cash flows of financial instruments will be adversely affected by the
movements in market variables. The key components of market risk that the Group is exposed to are Currency Risk, Equity Price
Risk, and Profit Rate Risk. These are considered in turn below:

32

ENBD REIT (CEIC) PLC (Formerly known as ENBD REIT (CEIC) Limited) and its
subsidiaries
Notes to the Consolidated Financial Statements (continued)
For the year ended 31 March 2019
14.

Financial risk and Capital management (continued)

(iii) Market risk (continued)
Currency risk
Currency risk is the risk that the value of the financial instruments will fluctuate due to changes in foreign exchange rates. The Group
may hold assets denominated in currencies other than its functional currency of US Dollar. The majority of the assets of the Group
are denominated either in US Dollar or in currencies pegged to US Dollar. Therefore the Group is not significantly exposed to
currency risk from such currencies.
The Group’s objective for managing currency risk is to ensure that the assets of the Group in a particular currency are adequate to
cover the corresponding currency liabilities.
The Ordinary Shares of ENBD REIT are in US Dollar.
The investment restrictions provide for limits, such as maximum exposure to a particular country thereby limiting concentration to
any one currency, or investing in collective funds that are, in themselves, well diversified.
Equity price risk
Equity price risk is the sensitivity of the Group to movements in the value of its investments in shares or units. The Group is not
exposed to any equity price risk.
Profit rate risk
Profit rate risk is the risk that changes in profit rates will affect future cash flows or the fair value of financial instruments of the
Group.
The Group is exposed to risks associated with the effects of fluctuations in the prevailing levels of market profit rates.
The following table sets out the contractual maturities of the Group’s financial instruments that are exposed to profit rate risk as at
31 March 2019:
Total
Within 1
Between
Contractual
Carrying
year
1 and 5 years
Over 5 years
Cash Flows
Value
USD
USD
USD
USD
USD
Floating rate
Islamic financing payable (gross)
9,565,869
196,382,395
205,948,264
179,994,963
The following table sets out the contractual maturities of the Group’s financial instruments that are exposed to profit rate risk as
at 31 March 2018:
Total
Within 1
Between
Contractual
Carrying
year
1 and 5 years
Over 5 years
Cash Flows
Value
USD
USD
USD
USD
USD
Floating rate
Islamic financing payable (gross)
6,730,193
186,564,646
193,294,839
168,254,833
The Group considers that floating rate securities are not materially affected in their fair values by changes in profit rates. However,
cash flows are affected by changes in profit rates of floating rate securities. The sensitivity analysis for the Group shows that an
increase in profit rates of 50bps across Investments and Islamic financing payable would impact NAV by -0.02% (2018: -0.02%). In
practice, the actual movements and sensitivity may vary and the difference could be significant.
(iv) Fair value of financial instruments
The carrying amounts of the Group financial assets and financial liabilities approximate their fair values as at the reporting date.
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Schedule of investment properties

Investment properties as at 31 March 2019

DHCC 49*
DHCC 25*
Arabian Oryx House *
Burj Daman (DIFC) *
Remraam (Dubailand)*
Al Thuraya Towers 1*
BinGhatti Terraces*
The Edge*
Souq Extra*
Uninest*
South View School
Total investment properties

Cost

Fair value as at
31-Mar-18

Additions
during the
year

Fair value as
at 31-Mar-19

USD

USD

USD

USD

39,666,921
34,663,109
37,078,538
72,717,075
23,457,367
69,295,924
41,563,653
80,462,402
23,592,605
33,698,053
8,991,780

30,792,268
24,121,971
35,720,120
68,200,381
21,406,752
90,471,005
38,529,812
80,547,237
24,584,808
35,200,109
12,986,659

6,587,631

30,882,441
24,616,106
33,106,452
65,006,423
17,349,034
89,602,699
31,265,995
76,181,023
25,183,774
33,857,343
20,383,593

465,187,427

462,561,122

6,587,631

447,434,883

*Specific investment properties in the portfolio are secured against islamic financing facility.
16.

Fair value hierarchy

The Group is required to classify fair value measurements using a fair value hierarchy that reflects the significance of the inputs used
in making the measurements. The fair value hierarchy has the following levels:
Level 1 - Quoted market price in an active market for an identical asset or liability.
Level 2 - Valuation techniques based on observable inputs. This category includes an asset or liability valued using: quoted market
prices in active markets for similar or assets or liabilities; quoted prices for similar assets or liabilities in markets that are considered
less than active; or other valuation techniques where all significant inputs are directly or indirectly observable from market data.
Level 3 - Valuation techniques using significant unobservable inputs. This category includes all assets or liabilities where the valuation
technique includes inputs not based on observable data and the unobservable inputs could have a significant impact on the asset
or liabilities’ valuation. This category includes assets or liabilities that are valued based on quoted prices for similar assets or liabilities
where significant unobservable adjustments or assumptions are required to reflect differences between the assets or liabilities.
The Director’s/Fund Manager appoint independent external valuers to be responsible for the external valuations of the Group’s
properties. Selection criteria include market knowledge, reputation, independence and whether professional standards are
maintained.
The fair value measurement for investment properties has been categorised as a Level 3 fair value based on the inputs to the
valuation technique used (see note 3).
There were no transfers between, into or out of Level 1, Level 2 or Level 3 during the year ended 31 March 2019 (31 March 2018:
Nil).
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17.

Dividend distribution

During the current year, a final dividend of USD 0.0129 per share amounting to USD 3,281,777 (2.2% of NAV) was declared
and approved for the year ended 31st March 2018 and paid on 13th June 2018 (31 March 2018: NIL). Subsequent to 30th
September 2018, an interim dividend of USD 0.027 per share amounting to USD 6,868,836 (4.8% of NAV) (31 March 2018: USD
9,718,131) was declared and approved for the six-month period ended 30th September 2018 and subsequently paid on 25th
February 2019. The payment of the interim dividend was delayed while ENBD REIT sought the appropriate regulatory and
court approvals for its reduction of share capital. At the Annual General Meeting (“AGM”) to be held on 24th June 2019, the
Board of Directors will propose a final dividend of USD 0.0215 per share amounting to USD 5,399,754 (4% of NAV) for the 12month period ended 31st March 2019. The final dividend has been determined based on the actual net rental return and funds
from operations (“FFO”) generated during the 12-month period.
18.

(Loss) / earnings per share

The calculation of basic earnings per share is based on the profit or loss attributable to Ordinary Shareholders and weighted
average number of Ordinary Shares outstanding. The Group does not have any potential ordinary shares and accordingly basic
and diluted earnings per share are the same.

(Loss) / profit attributable to the ordinary shareholders of the
Group
Weighted number of ordinary shares in issue (refer note i below)
Basic (loss) / earnings per share (USD)
i) Reconciliation of weighted average number of ordinary shares
As at 1st April
Impact of shares buy back
Weighted average number of ordinary shares at year end
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31 Mar 19
USD

31 Mar 18
USD

(9,349,130)

13,001,025

254,208,780

254,401,340

(0.04)

0.05

31 Mar 19
USD

31 Mar 18
USD

254,401,340
(192,560)
254,208,780

254,401,340
254,401,340
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19.

Contingent Liabilities and Commitments

Capital commitments and contingencies
The Group does not have any significant contingent liabilities at 31 March 2019 (31 March 2018: Nil). The Group has capital
commitments of Nil (31 March 2018: USD 5,854,936) for the construction of the South View School and USD 34,304,383 (31
March 2018: USD 34,304,383) for the acquisition of Souq Extra Phase II as at the reporting date.
Operating lease commitments as a lessee
The Group has entered into commercial property leases on certain properties. Future minimum lease payable under noncancellable operating leases are as follows:
As at
As at
31 Mar 19
31 Mar 18
USD
USD
Less than one year
Between one and five years
More than five years

659,588
2,865,933
32,638,593

622,118
2,752,143
33,411,972

36,164,114

36,786,233

Operating lease commitments as a lessor
The Group leases out its investment properties. Future minimum lease receivable under non-cancellable operating leases are
as follows:
As at
As at
31 Mar 19
31 Mar 18
USD
USD
Less than one year
26,166,316
30,449,051
Between one and five years
43,468,233
56,800,908
More than five years
53,829,943
59,176,575
123,464,492
20.

146,426,534

Significant events since the reporting date

On 28 May 2019, the Directors proposed a final dividend of USD 0.0215 per shares amounting to USD 5,399,754 to the Ordinary
shareholders of the Company for the year ended 31 Mach 2019. Also refer note 17.
21.

Corresponding figures

Certain corresponding figures have been regrouped / reclassified to conform to the presentation adopted in this consolidated
financial statements.
22.

Approval of the financial information

The consolidated financial statements were approved by the Board of Directors on 28 May 2019.
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